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Problem 5
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Calculate Net Present Value at cut off rate 10%

Year Outflows Inflows

0 1,50,000 -

1 30,000 30,000

2 30,000

3 50,000

4 60,000

5 40,000

Salvage Value at 

end of 5 years is 

Rs.40,000



Solution
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Year P.V Ratio 

Factor @ 

10%

Machine A

Cash Inflow

Rs

Machine A

Present Value

Rs

1 0.91 30,000 27,270

2 0.83 30,000 24,780

3 0.75 50,000 37,550

4 0.68 60,000 40,980

5 0.62 40,000 24,480

6 0.62 40,000 24,480

T.P.V of Cash Inflow 1,80,260

Less- Cash Outflow (1,50,000 + 

30,000) 0.91

1,77,270

NPV 2,990
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ASSESSMENT

▰ Spell out the formula for 

calculating NPV
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